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In connection with steps initiated by the OEEC to 
liberalize intra-European trade, several countries have 
announced the abolition of certain import restrictions. 
France has recently published a detailed list of the imports 
which it had previously announced would be permitted 
in unlimited amounts after October 1 (see this News 
Survey, Vol. Il, p. 95). As of October 5 the United 
Kingdom is issuing open general licenses on a wide 
range of goods, which will permit importation of these 
goods from soft currency countries (see this News Survey, 
Vol. II, p. 110). 


By a decree of September 27, the Italian Government 
has abolished import licenses and all other quantitative 
restrictions on almost 100 items imported from the 
other OEEC countries. These items include some essential 
raw materials, such as iron ore, other metallic minerals, 
scrap, copper, nickel, tin, and coal. They represent 45 
per cent of Italy’s imports from the OEEC countries and 
10 per cent of Italy’s imports from all sources in 1948. 
The imports will now be subject only to the existing 
exchange regulations and to any regulations in force 
in the country of origin. 

Another list of commodities for which import licenses 
and quantitative controls will also be dropped if other 
countries take similar steps in favor of Italian products 
has been submitted by Italy to the OEEC. These com- 
modities account for 15 to 20 per cent of Italian imports 
from the OEEC countries, and include several semi-manu- 
factured products. 

The Italian Government has declared that these steps 
are within the framework of Italy’s commercial policy, 







Annecy Trade Agreements 

Documents embodying the results of the Annecy Con- 
ference on Tariffs and Trade were opened for signature 
by the thirty-three participating countries at United 
Nations headquarters on October 10. The countries 
include the original 23 contracting parties and the 10 
additional countries that acceded to the General Agree- 
ment on Tariffs and Trade during the course of the 
Annecy Conference. The new agreements, if signed, will 
be effective on January, 1, 1950, and the acceding 
countries must sign them not later than May 30, 1950 
if the agreements are to be put into effect. 

The United States obtained concessions at Annecy from 
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which aims at the gradual removal of all restrictions on 
foreign trade. Further liberalization of imports might 
take place as soon as a new Italian tariff, now under 
study for more than a year, is put into effect. Italy still 
has a tariff based on specific rates, which has been 
rendered ineffective by the depreciation of the lira in 
recent years. At present, a 10 per cent ad valorem duty 
and a 3 per cent turnover tax are levied on all imports. 

The Belgian and Luxembourg Governments have an- 
nounced that 68 per cent of their imports from OEEC 
members were to be freed from any import restrictions, as 
of October 1. Two lists have been submitted. The first 
covers goods which Belgium is prepared to free from 
restrictions even if similar imports are not authorized 
freely by the exporting country. The second list covers 
goods which will be freed for a trial period of six 
months, pending the results of negotiations toward reci- 
procity. It is hoped in Belgium that negotiations among 
OEEC countries will have progressed enough in the next 
six months so that other OEEC countries may apply a 
similar system to Belgian exports. 

The Netherlands has stated that it has freed 24 per 
cent of its imports from OEEC countries, and that it 
may extend the list to 40 per cent. 


Sources: National Institute for Foreign Trade, Jnforma- 
zioni per il Commercio Estero, Rome, Italy, 
September 29, 1949; New York Herald Tribune, 
Paris, France, October 1, 1949; The Financial 
Times, London, England, October 1, 1949; 
The Wall Street Journal, New York, N. Y., 
October 6, 1949. 





the acceding countries on specified items which 
include grains, meats, other foods, cotton, textiles, 
tobacco, vehicles, machinery and equipment, metals, 
petroleum products, and chemicals. In terms of 1947 
trade, the concessions apply to U.S. exports of $537 
million to the acceding countries, or 39 per cent of the 
total U.S. exports to those countries. In return for these 
concessions, the United States granted reductions or 
bindings of some U.S. tariff rates, and bound certain 
duty-free imports into the United States. The concessions 
by the United States apply to imports of $143 million, or 
37 per cent of total imports from acceding countries in 


1948. Some of the commodity groups in which con- 
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cessions were made are chemicals, vegetable oils, stone 

and glassware products, iron and steel, machinery, meat 

and other food products, textiles, leather goods, and 
jewelry. 

Sources: U. S. Department of State, Press Release, 
October 7, 1949, and Analysis of Protocol of 
Accession and Schedules to the General Agree- 
ment on Tariffs and Trade, October 1949, Wash- 
ington, D. C. 


EUROPE 


U.K. Balance of Payments 


The U.K. deficit on current account in the first half 
of 1949 was £10 million. Most of the individual items 
in the current account were close to the official forecasts 
in the Economic Survey (Cmd. 7647); the exceptions 
were government overseas expenditure and miscellaneous 
invisible receipts, which were each £17 million lower 
than expected. The deficit of £10 million resulted from 
surpluses with the sterling area of £115 million, with the 
non-dollar Western Hemisphere of £25 million, and with 
OEEC countries of £15 million, and of deficits with the 
dollar area of £135 million and with all other countries 
of £30 million. The heavy drop in imports from Argen- 
tina contributed largely to the probably unforeseen 
surplus with the non-dollar countries in the Western 
Hemisphere, while The Financial Times notes that the 
current account position with the dollar area was probably 
worse than expected. A larger deficit of the overseas 
sterling area with the dollar area was also a cause of the 
net gold and dollar deficit to be financed by the United 
Kingdom reaching a total of £239 million instead of the 
estimated £195 million. Over the half-year, sterling 
balances of non-sterling area countries fell by £28 million, 
and those of sterling area countries by £98 million. In 
addition, £50 million of the South African gold loan was 
repaid in. sterling..-. : 


Source: The Financial Times, London, England, October 
7, 1949. 


British Bank Statements 


Published figures for gross deposits in British clearing 
banks show a rise of £87 million during September, to 
£6,422 million, compared with a fall of £52 million in the 
previous month. Advances, which rose slightly in 
August, increased by more than £37 million in September. 
Both these items, however, were inflated by the accu- 
mulation of checks in the course of inter- and intra-bank 
clearings resulting from the unexpected bank holiday 
following the devaluation of sterling. The true increase 
in net deposits may not have been more than £12 million; 
£5 million of this is reflected in an increase in investment 
holdings and there has been a small increase in govern- 
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ment borrowing. The assets structure of the banks is 
changing under the influence of the Treasury’s new 
policy of switching from Treasury deposit receipts to 
Treasury bills. In August and September, holdings of 
TDR’s fell by £257 million; money market assets—bills 
and call money—rose by £208 million, and now represent 
nearly 25 per cent of published deposits. 

Source: The Economist, London, England, October 8, 

1949, 


British Stock Market 


Prices of gilt-edged stocks, especially shorts, have con- 
tinued to rise on the London market. Institutional buy- 
ing has not been on a large scale, and the banks are 
understood to be taking up 5 and 7 year stocks rather 
than anything longer. There may be some competition 
between the Government and the market for 134 per 
cent Exchequer Bonds due for repayment next year (see 
this News Survey, Vol. II, p. 110). The Economist sug. 
gests that the longer issues are strong, notwithstanding 
devaluation, because equities are unattractive in present 
circumstances. A resumption of the flow of new issues 
is expected if market conditions remain stable. 
Sources: The Times, London, England, October 6, 1949; 

The Economist, London, England, October 8, 
1949, 


French Counterpart Funds 


ECA has announced the release of 20 billion francs 
(about US$57 million) from French counterpart funds. 
Of the total, 6.8 billion francs will be used for modern- 
ization and rehabilitation of coal mining facilities, 7.5 
billion for electric power installations, 3 billion for war 
damage reconstruction, 2.1 billion for road building, 
electrification, and port facilities in French overseas 
territories, and 0.5 billion for the deyelopment_pf, private 
industry. 

Source: Economic Cooperation Administration, Press 
Release, Washington, D. C., September 29, 1949. 


French Electricity Loan 


The loan floated three months ago by the nationalized 
“Electricité de France” to finance investment has reached 
its goal of 10 billion francs (see this News Survey, Vol. 
II, p. 10). 


Source: Le Monde, Paris, France, October 1, 1949. 


Netherlands Budget 


The Netherlands Minister of Finance submitted the 
1950 budget to Parliament on September 20. Its principal 
figures, compared with those of the revised budgets for 
1948 and 1949, are as follows: 
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1948 1949 1950 
(million guilders) 
Current account 
Expenditures 
Receipts 
Surplus (+) or 
deficit (—) 


3,465 
3,232 


3,521 
3,541 


—233 +20 


Capital account 
Expenditures 381 575 
Receipts 71 185 
Surplus (+) or 

deficit (—) 

Total deficit (—) 


—310 
—543 


—390 


—1,291 —370 


For the first time since the war, the budget shows no 
deficit on current account. The improvement over 1949 
is largely the result of an expected increase in receipts. 
Expenditures that have been reduced in the 1950 budget 
are those for reconstruction (from 537 million to 489 
million guilders), the service of the government debt 
(from 596 million to 559 million guilders), and food 
price subsidies (from 227 million to 171 million guilders). 
Current military expenditures, however, have been 
budgeted higher for 1950 (713 million guilders against 
654 million in 1949), and the remaining current. ex- 
penditure is practically unchanged. 

Along with the introduction of the new budget, some 
proposals for changes in the existing tax structure were 
submitted to Parliament. These cover mainly a reduction 
in income and wage taxes and an increase in the sales 
tax. The purpose of these proposals (and of a reduction 
in the tax on corporate profits and an increase in the 
gasoline tax proposed earlier) is to shift the burden of 
taxation from the sphere of income creation to that of 
income spending and thus encourage production and 
initiative while restricting consumption. 

Source: Ministry of Finance, Government Budget 1950, 
The Hague, Netherlands, September 20, 1949. 


Coal.Deposits in Denmark 


An American company, which has spent some $5 
million on boring for oil and other minerals in Denmark, 
has announced the discovery of soft coal deposits near 
the northern tip of the country. One layer, with a thick- 
ness of 15 meters, is at a depth of 300 meters, and a 
second layer, with a thickness of 30 meters, is at a depth 
of 400 meters. The layers are horizontal and should be 
relatively easy to mine. 

Source: Berlingske Tidende, Copenhagen, Denmark, Sep- 
tember 11, 1949. 


Norway’s Economic Position 


Norway’s report to ECA on economic developments 
during the first half of this year indicates that investment 
activity was greater than estimated in the national budget. 
Several of the large investment projects are nearly com- 
pleted. The production capacity of the pig iron industry 
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has been increased by 28,000 tons, to about 100,000 tons, 
and that of the nitrogen industry by 36 per cent. Power 
plants with a capacity of 152,000 kw. have been completed 
this year. 

Production by manufacturing industries rose 6 per 
cent. The increase in export industries was 12.5 per 
cent, compared with 2 per cent for industries producing 
for the domestic market. A larger increase is expected 
for the rest of the year. The fishing catch will be about 
10 per cent smaller than estimated, but still 30 per cent 
larger than the 1939 catch. Log cutting reached 7.7 
million cubic meters, and the quota to the pulp and 
paper industry has been raised. Increasing difficulties 
have, however, been encountered in the export markets 
for pulp and paper. While milk production has reached 
the prewar level, meat and pork output has not. Crops 
are expected to be 5 per cent below the estimates. The 
improved supply of consumer goods has made it possible 
to cancel or ease rationing of several commodities. 

At the beginning of October, the Government revised 
its balance of payments estimate for 1949. Any possible 
effects of the recent devaluation have not been taken into 
account, however, and the krone value used for the re- 
vised statement is the same as that used for the earlier 
estimate. The import surplus (excluding ships) is now 
estimated at US$226 million, which is about US$54 mil- 
lion larger than the earlier estimate. In the first half of 
1949, net freight receipts in foreign exchange amounted 
to US$58 million, which is 9 per cent lower than esti- 
mated and 3 per cent lower than for the same period last 
year. Net freight dollar earnings increased from 
US$16.5 million in the first half of 1948 to US$17.8 
million in the first half of 1949, because of a decrease 
in repair expenditures paid in dollars. 

While the balance of payments deficit for 1949 was 
originally estimated at US$216 million, the new estimate 
indicates a deficit of US$270 million. 

Sources: Verdens Gang, Oslo, Norway, September: :9, 
1949; Norges Handels og Sjéfartstidende, Oslo, 
Norway, October 7, 1949. 


Swedish Foreign Exchange Reserves 
According to a report of the Swedish Institute of Eco- 
nomic Research, the Riksbank’s net holdings of gold and 
foreign exchange amounted to SKr 587 million ($163 
million) as of June 30, 1949, compared with SKr 605 
million ($168 million) at the end of 1948 and SKr 386 
million ($107 million) as of June 30, 1948. Holdings 
of gold and dollars amounted to SKr 405 million ($113 
million) against only SKr 308 million ($86 million) at 
the same time last year. Most of the increase in gold 
and dollar holdings took place in the second half of 
1948. In the first half of 1949, gold holdings decreased 
while dollar holdings increased by the same amount. 
Sterling holdings in June were SKr 296 million ($82 
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million) compared with SKr 214 million ($59 million) 
at the end of 1948. Holdings of soft currencies decreased 
from SKr 85 million ($24 million) at the end of 1948 
to SKr 54 million ($15 million) as of June 30 this year. 
Source: Statens Upplysningsbyra, Fran Department och 
Namnder (From Departments and Commis- 
sions), Stockholm, Sweden, September 6, 1949. 


Greek Monetary Measures 

Greece’s imports of foodstuffs, fuel, and raw materials 
which the Government has decided to subsidize to the 
full extent of the latest depreciation of the drachma (see 
this News Survey, Vol. II, p. 111) are estimated at some 
$180 million to $190 million a year, or nearly half of 
total imports. The special levy on private imports has 
been abolished, and the turnover tax as well as the luxury 
tax on the drachma value of imports will continue to be 
determined on the basis of exchange rates before devalu- 
ation. An ordinance of the Ministry of Supply specifies 
the items (basic foodstuffs, raw materials, pharmaceuti- 
cals, and other essentials) whose prices must not exceed 
the level prevailing between September 1 and September 
10; if necessary, other items will be added to the list. 

Both the subsidies which producers of exports formerly 
received through the guaranteed price system and direct 
export subsidies have been discontinued. Since it is 
estimated that exports of items representing more than 
half of total exports can be profitable at a rate of 12,000 
to 14,000 drachmas, against the new exchange rate of 
15,000 drachmas to the U.S. dollar, a special contribu- 
tion will be imposed on exports, depending upon the 
item. Until details of the measure and the figure for this 
contribution are set, the exchange proceeds from all ex- 
ports after September 22 have been temporarily blocked. 

After announcement of the devaluation of the drachma, 
an increased demand for gold sovereigns caused a rise 
in the gold sovereign rate from approximately 223,000 


drachmas“on’September 1? -to-around'-23),000: drach- « 


mas on September 24. The Bank of Greece’s relatively 
strong intervention on the gold market prevented, how- 
ever, any further increases, and in the last week of Sep- 
tember the movement was reversed. The supply of sover- 
eigns from individuals exceeded the demand, with the 
result that the sovereign rate on October 1 was about 
227,000 drachmas, without any intervention by the Bank. 
Sales of foreign exchange to authorized banks by the 
public rose substantially. Foreign exchange quotations 
on the Athens black market seem to have reflected the 
relative stability of the gold sovereign rate. The U.S. 
dollar (bank note) rate was reported on October 1 at 
15,850 drachmas, corresponding to a premium of only 
5.7 per cent contrasted with a predevaluation premium 
of approximately 50 per cent; and the sterling (bank 
note) rate was reported at 41,300 drachmas, which means 
a discount of 1.7 per cent against the predevaluation 
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premium of 25 per cent. The corresponding cross rate 
between the U.S. dollar and sterling on the basis of the 
black market quotations is 2.60. 

According to the To Vima retail price index, commod- 
ity prices in Athens increased about 0.7 per cent in the 
first week after devaluation, but fell again by 1.5 per 
cent in the second week. 

Sources: To Vima, Athens, Greece, September 21, 22, 24, 
27, and October 1 and 4, 1949. 


German Coal Prices After Devaluation 


In connection with the recommendation to devalue the 
Deutsche mark from a rate of 30 U.S. cents to 23.8 U.S. 
cents per DM (the new rate was finally accepted and 
announced by the Western German Government on 
September 29), the Allied High Commission demanded 
the elimination—not later than January 1, 1950—of cer- 
tain discriminatory practices which amount to direct 
or indirect subsidies for German exports. The main issue 
involved is that of German coal prices. German con- 
sumers have been paying DM 42 per ton while foreign 
importers have been charged about $15, equivalent to 
approximately DM 50 at the former conversion rate of 
30 cents per DM. If, after devaluation of the DM, dollar 
export prices of German coal were to remain unchanged 
and German domestic coal prices were not raised, the 
price differential (in terms of DM) between internal 
and external prices would be increased substantially. 
Since this would give German industries a further cost 
advantage over foreign competitors, the Allied High 
Commission has insisted on an adjustment of German 
coal prices. In the opinion of the Commission, the DM 
margin between domestic and export prices should not 
now be larger than it had been before devaluation of the 
DM. No final settlement of the problem has been re- 
ported. 

Sources: New York Herald Tribune, Paris, France, Sep- 
tember 28, and.30, 1949; Neue Ziircher Zeitung, 
Ziirich, Switzerland, September 29, 1949. 


Polish Chamber of Foreign Trade 


Poland’s Council of Ministers decided on September 
21 to create a Polish Chamber of Foreign Trade. Its 
task will be to develop and strengthen Polish economic 
relations with foreign countries. 

Source: Polish Research and Information Service, 


Biuletyn, New York, N. Y., September 27, 1949. 


Czechoslovakia Abolishes Some 
Food Rationing 

The Czechoslovak Prime Minister has announced that 
the rationing of bread, flour, pastry, and potatoes will 
be discontinued as of October 1. Simultaneously, the 
quality of these food items will be improved and their 
prices, except that for bread, are to be raised. The price 
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increases are a result of the Government’s decision to 
abolish subsidies on the above food items. Salaried 
persons will be compensated for this rise in prices by 
increases in their family allowances which, in many cases, 
are expected to be higher than the assumed price in- 
creases. 

The abolition of rationing is a result of this year’s 
good harvest, estimated as some 15 per cent above’ 
normal. Czechoslovakia’s yearly consumption of bread 
grain, not including self-suppliers, totals 1.4 million tons, 
of which 1.2 million are estimated as covered normally 
from home production, and the remainder by imports. 
Source: Hospodar, Prague, Czechoslovakia, September 
22, 1949. 
















































































Czechoslovak Building Industry 


Since January 1949, when the Five-Year Plan began, 
Czechoslovak statistics on building industries have been 
reorganized and extended to cover the entire country. 
They therefore present a picture which is more accurate 
than that of earlier statistics. The number of persons 
active in building industries is reported to have increased 
from 217,100 in the first quarter of 1949 to 270,700 in 
the second quarter; of the second-quarter total, 93 
per cent were in the socialized categories (state, national- 
ized, municipal, and cooperative) and the remainder in 
the private sector. Wages and salaries amounted to 2.1 
billion korunas in the first quarter of 1949 and 3.3 billion 
in the second quarter. Average quarterly earnings rose 
from 9,830 korunas (US$197) to 12,220 korunas 
(US$244). 

The number of buildings finished in the first half of 
1949 was 5,721 (or 3.8 million cubic meters), compared 
with 3,032 (or 1.9 million cubic meters) in the cor- 
responding period of 1948. The number of dwelling 
units increased from 2,060 to 4,899. Only 44 per cent 
of the total number (1,688) of buildings finished in the 
second, , quarter df 1949 . was! planned; this.small pro- 
portion for planned works has been attributed to the fact 
that work on most of the finished buildings was initiated 
in 1947 and the first months of 1948 when planning had 
not yet been developed. 

Source: Hospodar, Prague, Czechoslovakia, September 
29, 1949, 





































































































MIDDLE EAST 


Egyptian Cotton Sales to U.S. 


Egypt has filled most of the U. S. import quota of long 
fiber cotton, fixed at 16.5 million pounds, for the period 
September 20, 1949 to February 1, 1950. Since the 
transactions were made at the predevaluation price of 
$50 a kantar (1 kantar = 99 pounds), Egypt received 
an estimated $7.5 million. 


For the year beginning February 1, 1950, the U. S. 
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import quota of long fiber cotton will be about 45.6 
million pounds, if the quota for the year September 1948 
to September 1949 is maintained. 

Sources: Al Ahram, Cairo, Egypt, September 20, 1949; 
The Journal of Commerce, New York, N. Y., 
September 26, 1949. 


Commercial Policy in Syria and Lebanon 


The Lebanese law, establishing a system of import 
licenses for a number of products, which was enacted 
last May, has been repealed. The aim of the law was 
to provide protection for local infant industries, notably 
textiles. Such protection, in both Syria and Lebanon, 
will be provided in the future by an elaborate system of 
tariff duties, which will vary according to the products 
concerned; for instance, they will be 100 per cent ad 
valorem for hosiery articles and only 25 per cent for 
mercerized cotton threads. 

Source: Le Commerce du Levant, Beirut, Lebanon, 
September 14, 1949. 


Gold Purchases by 
Lebanese Government 


Following the Syrian example, and in accordance with 
the new monetary regulations (see this News Survey, 
Vol. II, p. 13), the Lebanese Government has started 
to buy gold, principally in the local market. It is esti- 
mated that 60,000 ounces of gold and 370,000 sovereigns 
have already been purchased, to be used in the cover 
for the note issue. 

Source: Le Commerce du Levant, Beirut, Lebanon, Sep- 
tember 14, 1949. 


Israel’s Foreign Trade 


The Israeli Finance Minister has reported that imports 
in the first seven months of 1949 were I£53 million and 
exports I£8 million (US$148.4 million and US$22.4 
million; respectively): ‘This-large trade: deffcit; however, 
was compensated by a considerable influx of capital. 
Approximately one-quarter of Israel’s exports went to 
the United States and one-ninth to Great Britain. 
Source: Agence Economique et Financiére, Paris, France, 


August 24, 1949. 


Iraqi Exports in 1949 


The Iraqi authorities have recently released barley for 
export (see this News Survey, Vol. 1, p. 394, Vol. II, 
pp. 5 and 76) in order to reduce the adverse trade 
balance. The Iraqi Grain Board estimates this year’s 
exportable surplus of barley at 350,000 to 400,000 tons. 
Recent reports, however, indicate that approximately 
300,000 tons have been sold thus far, and that export 
sales prospects for an additional 300,000 are favorable. 
In August the Iraqi High Supply Committee approved 
the export of 20,000 tons of wheat, which had not been 
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permitted previously; and plans for the export of an 

additional 80,000 tons are now reported. The date crop 

is expected to be about 40 per cent less than average, 
owing to adverse weather, and the exportable surplus 
probably will not exceed 120,000 tons, compared with 

217,000 tons in the peak year 1947. 

Sources: The Iraq Times, Baghdad, Iraq, August 25 and 
26, 1949; U. S. Department of Commerce, 
Foreign Commerce Weekly, Washington, D. C., 
October 3, 1949. 


Oil Developments in Saudi Arabia 

The Arabian American Oil Company (Aramco), in a 
report just released on its work in Saudi Arabia in 1948, 
states that crude oil production amounted to more than 
140 million barrels, an increase of approximately 60 
per cent over 1947. The company employs 20,000 
workers, 60 per cent of whom are Arabs and a little over 
20 per cent Americans. 

The company’s department to aid Saudi Arabia in in- 
dustrial and business development continued to expand 
in 1948. Contracts let by Aramco on behalf of the 
Government totaled 461, with a value of 11.5 million 
Saudi riyals (approximately US$3.5 million). The con- 
tracts covered all types of construction, operation of 
equipment, servicing airplanes and automobile equip- 
ment, installation of utilities and electrical systems. 
Source: The Wall Street Journal, New York, N. Y., 

October 3, 1949. 


“Tapline” Oil 

The “Tapline,” which will deliver about 300,000 bar- 
rels of Saudi Arabian crude oil daily to Sidon in Lebanon, 
is scheduled for completion in 1951. The remainder 
(about 200,000 barrels) of the Saudi Arabian current 
daily output will continue to be moved by tanker. Eighty 
per cent of the “Tapline” oil is expected to go to Western 
Burope, and.the- rest- will go to markets i in Africa, China, 
and the United States. 

Marketing plans for the pipeline’s oil are in the hands 
of the Standard Oil Company of New Jersey, the Texas 
Company, the Standard Oil Company of California, and 
the Socony-Vacuum Oil Company. The first three com- 
panies each hold a 30 per cent interest in the Arabian- 
American Oil Company, which is solely a producer; 
Socony-Vacuum owns the remaining 10 per cent. 
Source: The Iraq Times, Baghdad, Iraq, August 30, 1949. 


FAR EAST 


Government Gold Sales in India 

As part of the drive to curb the inflationary tendency 
in India, the Government has announced the sale of gold 
through the Reserve Bank of India. The initial quantity 
offered is 3,750 ounces. As a result, the price of gold 
declined from the equivalent of US$65.80 an ounce to 
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US$63.28. With the same object in mind, the Reserve 

Bank started selling silver the first week of last July 

(see this News Survey, Vol. II, p. 14). 

Source: The Wall Street Journal, New York, N. Y., Oc- 
tober 8, 1949. 


British Capital in Pakistan 


In negotiations with the Pakistan Sterling Balances 
Delegation, the U.K. Government has agreed to allow 
the transfer of British capital, up to an annual maximum 
of £1 million, to be credited to Pakistan’s No. 1 Account 
(free sterling) with the Bank of England. The ceiling 
can be raised by negotiations. So far, transfers of capital 
from Britain for industrial and commercial purposes 
have resulted in corresponding amounts being transferred 
from the No. 1 Account to the No. 2 Account (blocked 
sterling). The new step is expected to facilitate, to some 
extent, the flow of British capital to Pakistan. 

Source: Embassy of Pakistan, Pakistan Affairs, Washing- 
ton, D. C., September 27, 1949. 


UNITED STATES AND CANADA 


U.S. Government Deficit 


The budget deficit of the U. S. Government amounted 
to $1,756 million for the first quarter of the 1950 fiscal 
year, compared with a nominal surplus (only $2 million) 
for the same period of fiscal 1949. Net receipts in the 
current year were $114 million higher than in the first 
quarter of fiscal 1949, and expenditures increased by 
$1,872 million. 

Although expenditures by some government agencies 
were smaller in the first quarter of fiscal 1950 than in 
the corresponding period in fiscal 1949, payments by 
other agencies increased greatly. The largest were those 
of the Commodity Credit Corporation (up $541 million), 
the armed services (up $382 million), ECA (up $351 
million), and the Reconstruction Finance Corporation 
(up $195 million). 

Sources: U. S. Treasury Department, Daily Statement, 
Washington, D. C., September 30, 1949; The 
Journal of Commerce, New York, N. Y., Oc: 
tober 5, 1949. 


Working Capital of U.S. Corporations 


Net working capital of U.S. corporations (except banks 
and insurance companies) continued to increase in the 
second quarter of 1949, reaching a record level of $66.7 
billion on June 30. Although current assets declined by 
$1.7 billion, the drop was less than the $2.6 billion de- 
cline in current liabilities. 
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serve The largest change from the first quarter was in in- 















































































































































































July — ventories, which declined by $2.8 billion—the first de- 
cline since early 1945. Continuing the movement, which 
., Oc. — began early in 1948, toward a more liquid position, cash 
increased by $900 million and U.S. government securi- 
ties by $800 million. Cash and government securities 
amounted to 69 per cent of total current liabilities at 
the end of June 1949, against 61 per cent at the end of 
lances — 1948 and 45 per cent in the immediate prewar period. 
allow — The largest drop in current liabilities, due mainly to a 
<imum decrease in short-term notes to banks, was in notes and 
ccount — accounts payable, which declined by $1.9 billion from 
ceiling § the first to the second quarter. Federal income tax 
capital § liabilities fell by $600 million and other current liabili- 
irposes § ties $100 million. 
sferred § Source: Securities and Exchange Commission, Press 
blocked Release, Washington, D. C., October 6, 1949. 
° som’ | Canadian Reserves 
‘ashing. Canada’s gold and U.S. dollar reserves totaled $985 
million (valued in U.S. dollars) as of September 30, 
compared with $977 million at the end of June. These 
reserves compare with a low of $461 million on Decem- 
ber 17, 1947, and with $1,245 million on December 31, 
A 1946. The September 1949 total does not include $98.8 
million of the $100 million loan floated in the United 
States in August. This money has been set aside for the 
mounted § Tetirement of government securities payable in U.S. 
50 fiscal § currency. 
million) | Source: The Globe and Mail, Toronto, Canada, October 
ts in the 8, 1949. 
the first F Canada’s Exports 
pased by Canada’s domestic exports in the first eight months 
; of 1949 were valued at $1,918 million, or 2 per cent 
agencies § above the comparable period of 1948. The value of 
) than in shipments to Latin America was $86 million, 12 per cent 
ments by aboye 1948; to British countries, other than Newfound- 
ane those land; $682 saatiees, * 4 per cent above the previous y year; 
million); and to the United States and Possessions $919 million, 
(up $351 4 per cent above 1948. August shipments to the United 
rporation & crates and Possessions were 2 per cent above August 
1948, an encouraging change from July, when sales fell 
Statement, B yo per cent below 1948. Exports to Continental Europe 
949; The during the first eight months were $154 million, which 
i. ¥., Oc B vas 21 per cent less than in 1948. 
The rise in exports resulted in large part from a 65 
per cent increase in shipments of wheat and wheat 
ons flour, to $350 million. Sales of farm machinery were up 
56 per cent; nickel, 31 per cent; and newsprint, 15 per 
cept banks . F 
ase in the WT Shipments of bacon, ham, and other meats droppe 
al of $661 62 per cent; eggs, 59 per cent; planks and boards, 27 
leclined by fp Pet cents and woodpulp, 19 per cent. 
billion de Source: Dominion Bureau of Statistics, Trade of Canada, 





Domestic Exports, Ottawa, Canada, August 1949. 





Canadian-Newfoundland Union 
Newfoundland’s standard of living has begun to rise 

as a result of the March 1949 union with Canada. The 

cost of living has dropped with the removal of Canada- 


Newfoundland tariffs and excise taxes. In addition, 
the population is benefiting from Dominion payments 
of family allowances, old age pensions, higher veterans’ 
pensions and allowances, statutory subsidies, and un- 
employment insurance benefits. 

In exchange for these benefits, Newfoundland is con- 
tributing to the Canadian economy a tariff-less market 
of 300,000 persons; a fishing industry whose annual catch 
is one-half that of pre-union Canada; well over 100 mil- 
lion tons of proven iron reserves; vast hydroelectric 
power potential; wide timber resources; and the largest 
individual newsprint production unit in the world. As 
a result, Canadian sales to the tenth province are expected 
to increase by at least one half; Canada’s position in any 
international discussions on fisheries matters has been 
strengthened; and newsprint production has been in- 
creased by 10 per cent. 

Source: The Monetary Times, Toronto, Canada, October 
1949, 


LATIN AMERICA 


Export-Import Bank Loan to Chile 


The Export-Import Bank of Washington has authorized 
a credit of $25 million to the Government of Chile. This 
brings total Export-Import Bank loans to Chile in the 
last ten years to more than $125 million, of which about 
$75 million has already been utilized and $30 million 
has been repaid. 

For the most recent loan, $15 million has been approved 
for immediate purchases,, while the. rest, isto. be released 
in 1949 as need is demonstrated. The loan will be used 
to finance imports of U.S. equipment, materials, and 
services essential for the continuation of Chile’s economic 
development. The loan is repayable over eight years, 
with equal semi-annual payments commencing on April 
30, 1952, and interest at 31 per cent, payable semi- 
annually. 

Source: The Export-Import Bank of Washington, Press 
Release, Washington, D. C., October 8, 1949. 


Effects of Argentina’s Devaluation 


The effects of Argentina’s recent devaluation (see this 
News Survey, Vol. II, p. 109) are becoming clearer as 
changes are made in prices of various exports. Argentina 
has lowered the price of wheat by 25 per cent and of 
maize by 15 per cent in terms of dollars. However, as 
the export rate for these commodities is now 9.4 pesos 
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to the pound, the sterling price of both will still be higher 
than previously. For hides and skins, whose dollar ex- 
port rate was increased from 3.36 pesos to 4.83 pesos, 
peso prices have been raised, so that the dollar cost of 
Argentine steer hides in Boston is almost the same as 
before devaluation. No decision has yet been announced 
concerning meat prices under the agreement with the 
United Kingdom. 

The setting of the free market rate at 9 pesos to the 
dollar and 25 pesos to the pound sterling constitutes a 
devaluation in terms of sterling as well as dollars and is 
expected to be felt particularly by those concerned in 
transferring interest and dividend payments in sterling. 
The extent of the depreciation in this rate may be de- 
signed to attract capital and also to bring the free market 
rate nearer to the parallel or black market rate, and thus 
weaken the latter market. 

Sources: El Pais, Montevideo, Uruguay, October 4, 1949; 
The Economist, London, England, October 8, 
1949; The Wall Street Journal, New York, 
N. Y., October 11, 1949. 


OTHER COUNTRIES 


New Zealand Loan 

Cash subscriptions for the New Zealand Government’s 
issue in London of 314 per cent stock 1963-66 at 981 
exceeded the issue’s £6 million total. The operation in- 
cludes a conversion offer to holders of the 5 per cent 
inscribed stock 1949, which is being paid off on Decem- 
ber 15. 


Source: The Financial Times, London, England, October 
8, 1949. 


South African Loans 

The South African Minister of Finance has announced 
that the Union Government will soon offer a £10 million 
loan on the London market, to be followed by a similar 
loan early next year, and that about £6 million would be 
borrowed by the Government in the United States and 
Switzerland. No further public loan will need to be issued 
in the Union during the present financial year. It has 
since been reported that four United States banks would 
grant the Union a three-year revolving credit of $10 
million. The Minister also announced a rise in interest 
rates on Treasury bills and in the maximum rates per- 
missible on municipal loans. 
Sources: The Financial Times, London, England, Octo- 

ber 7 and 8, 1949. 

Southern Rhodesian Trade 

Southern Rhodesian imports during the first half of 
1949 were a record, at £24.8 million, compared with 
£20.7 million a year earlier. Exports were £13.9 million, 
against £12.4 million in the first six months of last year. 
The main increase in imports was in metals and manu- 
factures, from £8.6 million to £11.6 million. As a result 
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of restrictions on dollar area goods, imports from the 
United States and Canada declined. Imports from the 
United Kingdom and the Union of South Africa were 
£12.8 million and £5.1 million, against £8.7 million and 
£A4.7 million, respectively, a year ago. 


Source: Records and Statistics, Supplement to The 
Economist, London, England, October 8, 1949, 


Netherlands Antilles Guilder 


The member for Finance of the General Administra. 
tion Council has stated that the financial position of the 
Netherlands Antilles is strong. Foreign exchange expendi- 
ture is mainly on dollar area imports, and the principal 
receipts are local expenditures by the oil companies, 
The subsidiary of the Shell Oil Company, which refines 
oil in the Netherlands Antilles, was in favor of main- 
taining the par value of the Netherlands Antilles guilder, 
as otherwise wages would have to be raised following a 
rise in the cost of living. Any sterling currently re. 
ceived from this subsidiary is convertible, and the greater 
part of the old sterling balance has been spent. 

A decline in the cost of living is expected as a result 
of a switch to cheaper sterling area imports, following 
devaluation of the pound. 

Source: Het Financieele Dagblad, Amsterdam, Nether. 
lands, September 23, 1949. 


Yugoslav Purchase From the Fund 


The International Monetary Fund announced on Oc: 
tober 10 that it had sold US$3 million to Yugoslavia in 
exchange for Yugoslav dinars. Yugoslavia is the eight 
eenth member that has drawn upon the Fund’s resources. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on materi- 
al published in newspapers, periodicals, official docu- 
ments, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. There- 
fore any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 
Since space limitations prevent a complete or ex- 
haustive presentation of all relevant news items, 
preference is given to material which bears most 
directly on the business of the Fund and which 
may not have been covered widely in the press 
throughout the world. 
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